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Signals Overview 

Aggregator CBI Reading

Flat 7  
 

 

 

Tonight’s Research Points  
   

 

• After going an extended period of time without closing above the 10ma, SPX managed to close 

above it today. When in a long-term uptrend, that has often led to further gains.  

• When the market has risen heading into Columbus Day, it has often seen a further rise. 

• The Seasonality Calendar is mostly neutral this week, but the rest of October looks strong for 

the bulls. 

• The NASDAQ took relative leadership from the SPX, which is a positive intermediate-

term sign. 

• The SOMA declined a sizable amount for the week ending 10/4 and the Fed remains a 

bearish market force. 

 

 

Short-term Outlook  

The Bottom Line  

The Aggregator is neutral. We could see more of a bounce, but SPX is now short-term overbought. 
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Summary of Current Active Studies (see Letters from listed dates for details) 

     
 

 

The Evidence 

Friday saw quite the turnaround after a big gap down to start the day. The SPX rallied 1.2%, the 

NASDAQ gained 1.6%, and the Russell 2000 rose 0.8%. Breadth was strong with the NYSE Up 

Issues % coming in at 64% and the Up Volume % at 71%. NYSE total volume rose some from 

Thursday’s level. 

 

Friday was the 1st day that SPX closed above its 10ma since September 14th. So prior to that was 

a run of 15 days in a row below the 10ma. When the market is above its 200ma, that is quite 

unusual. The study below looked back at other times during uptrends that SPX moved above its 

10ma after closing below it for at least 3 weeks. It was last seen in the 8/24/23 letter. Results are 

updated. 

 

 

 

We see here some suggestion of an upside edge. But the instances over the last 43 years have been 

light, with today’s instance just the 4th one since 2013. Additionally, results are choppy and 

inconsistent over the 1st few days. Therefore, while it suggests we could see some follow-through 

over the next week or so, I have not added this study to the active list tonight. 

Study Date Description Time span Bias

Avg Run-

up

Avg 

DrawDn

Avg DrawDn - 

1 Std Dev

Active - Short Term

October 9, 2023 SPX up over last week. Columbus Day 1 day Bullish

October 6, 2023 20-low. Up day. Then inside down. 1-3 days Bullish 2.60% -1.40% -3.35%

October 4, 2023 Gap < 20 low. Close < open. 1-5 days Bullish 2.30% -1.10% -2.20%

October 3, 2023 Higher Hi down. Lower low up. < 10ma 1-5 days Bullish

Active - Long Term

October 9, 2023 NASDAQ Leading int term Bullish

October 6, 2023 20-low. Up day. Then inside down. 1-10 days Bullish 4.60% -2.50% -6.10%

October 2, 2023 SPX down 4 weeks but above 40-week ma 1-10 weeks Bullish

May 22, 2023 SPX 50-day high < 1/2 SPX stocks > 50ma 1-12 months Neutral

February 2, 2023 SPX Golden Cross int term Bullish

January 13, 2023 Whaley ADT5 > 73.66 1-12 months Bullish

March 14, 2022 Fed Hawkish / QE done int term Bearish
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While the stock market is open on Monday, banks, schools, government offices, and the bond 

market are closed.  In past years with the bond market closed, the stock market has done quite well 

on Columbus Day.  Of course the most famous Columbus Day rally was in 2008 when the market 

gained over 11% after having crashed the week before.  In the 10/12/20 subscriber letter I showed 

that positive momentum leading up to Columbus Day has generally led to a positive Columbus 

Day.  But there has not been a strong edge when the market stumbled heading into Columbus Day.  

Columbus Day has been celebrated on the 2nd Monday of October since 1971.  Below is an updated 

breakdown of the study.  First, times like now where there was momentum heading into it.   

 

 

 

I’ve circled some of the more impressive stats here.  With 68% of trades profitable and winners 

over twice the size of losers, risk/reward has been very favorable.  The last 2 instances have been 

losers, but the overall curve still looks impressive. 

 

What about times without positive momentum?  Below is an equity curve showing results of that 

setup. 
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As I mentioned above, 2008 was a huge outlier.  Take away that one year and Columbus Day 

showed a mild negative return when the prior week was down.  Overall, it does not appear to be a 

dependable edge without some upside momentum heading into it. But this year, it does look like 

we might have a bullish seasonal edge. 

 

Speaking of Seasonality, below is a look at the October SPX Calendar. 
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Most of the upcoming week looks fairly neutral. But starting Friday, the Calendar is all-green for 

the rest of the month. That could be good news for the bulls. 

 

I have updated the Aggregator chart below.   

 

http://quantifiableedges.com/how-the-quantifiable-edges-aggregator-uses-expectations-and-riskreward-analysis-to-establish-a-reliable-market-bias/
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With this weekend’s evidence considered, the green Aggregator Line is again above zero. Positive 

readings mean net expectations are for upside over the next few days. Meanwhile the black 

Differential Line dove down below zero. The negative Differential Line reading means that SPX 

is overbought versus recent expectations. So expectations are positive but SPX is overbought.  This 

is considered a neutral configuration. Neutral configurations are visible on the chart whenever both 

lines close on opposite sides of zero. Therefore, the Aggregator formation turned flat at the close.  

 

Based on the current list of active studies, expectations are slated to remain positive on Monday. 

This could change if compelling new bearish evidence emerges. Meanwhile, the Differential Pivot 

will be 4279.64 on Monday. That is 0.7% below Friday’s close. Therefore, SPX will need to close 

down about 0.7% on Monday in order to flip from overbought to oversold vs recent expectations.  

 

So the Aggregator formation is now neutral. We could certainly see more upside in the coming 

days, but Friday’s rally quickly turned SPX overbought. This greatly reduces reward/risk. I have 

some index exposure left, and I will look to exit that if I can get a decent fill on Monday. 

 

 

. 
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Intermediate-term Outlook (2 weeks – 2 months) – updated 10/9– bullish 

Combo #1 Combo #2 Combo #3 Combo #4

Long QQQ Long QQQ Long QQQ Long QQQ  
Above is the status of the different Combination Signals from the Quantifiable Edges Market 

Timing Course – Updated and Expanded for 2023!  Signals are long-term in nature.  All 4 can be 

either flat or long.  None of them look to short.  More information on these signals can be found 

in the Quantifiable Edges Market Timing Course, which is included with all annual subscriptions.  

The Combo Systems did not change this week.  

 

It was a mixed week for the market. The SPX rose 0.5%, the NASDAQ gained 1.6%, and the 

Russell 2000 declined 2.2%. The huge bond selloff continued. The US Aggregate Bond ETF 

(AGG) posted a loss of 1.1%. TLT, the 20-year Treasury Bond ETF, fell 4.1%. Long-term uptrends 

for the SPX and NASDAQ remain in place. A new study with intermediate-term implications 

triggered and was discussed in the Thursday night letter. I have copied it below. 

 

After closing at an intermediate-term low on Tuesday, the market put in a bounce attempt on 

Wednesday. Thursday’s decline left that attempt looking like a possible failure. But it also 

triggered a study that suggested an upside edge moving forward. Last seen in the 1/26/22 Letter, 

I have updated the results below. 

 

 
 

The stats certainly appear bullish and the edge seems to occur both right off the bat and after a 

couple of weeks. Below are the list of instances with their 3-day results. 
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Since 2003, the results have been near perfect. Of course, 19 of the total 20 instances were positive 

10-days out. Here is a look at that profit curve.  
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This all appears impressive. I believe this study is worth consideration. I have added it to the short 

and intermediate-term active lists. 

 

Except for one week in early September, the SPX has been leading the NASDAQ since early 

August according to the NASDAQ/SPX Relative Leadership indicator we use. On Friday the 

NASDAQ took the lead. This can be seen in the chart below. 
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The movement of the red line (which is about to turn green) above the blue dotted line is our 

indication that the NASDAQ is in a leading position.  Since 12/31/1971, the market has performed 

substantially better when the NASDAQ has been leading.  This can be seen in the table below. 

 

 
 

More on this indicator can be found in the Market Timing Course. 

 

I decided also to take a look at how the market has done when all original 4 Market Timing Course 

indicators have been aligned as they are now.  That means: 1) a leading NASDAQ, 2) SPX “Golden 
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Cross” in effect, 3) favorable Presidential Cycle, and 4) “Worst” 6 months in effect.  Below is a 

chart showing SPX performance during this alignment. 

 

 

 
 

Overall, the curve has moved higher, but it has not been greatly consistent – especially over the 

last 20 years. Still, with 3 of the 4 indicators positive, I am inclined to view this configuration as 

generally bullish.  

 

 

The Fed posted the latest update to the SOMA holdings after the close on Thursday. It can be 

found below. 
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As we expected, there was a sizable drop in the SOMA this past week, coming in at $28 billion. 

For the current week, I expect to see a much more muted decline. Then the week ending the 18th 

should see large numbers. Below is an updated SOMA/SPX chart looking back to 2008. 
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The Fed is in the midst of what is now the largest ever reduction in the size of the SOMA. The 

pace of the decline is high and the Fed has given no indication that it is planning to dial back 

Quantitative Tightening (QT) anytime soon. SPX is about breakeven since QT began in early 2022. 

Looking back to 2003, the market has posted net mild losses during times that the SOMA was 

shrinking. The gains have all come during periods that the SOMA was growing. The shrinking 

SOMA remains a headwind for the market. 

 

With regards to rates, odds of additional hike at the November meeting decreased mildly this week. 

Odds of an increase currently stand at about 27%, which is down from 31% last week. This can be 

seen in the screenshot below of the CME Fedwatch Tool:  
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The Fed remains “data dependent”. And there is time between now and November, so these odds 

will likely change quite a bit over the next few weeks. Bottom line, between hiking rates and QT, 

the Fed remains a bearish market force.  

 

I switched to bullish last weekend, and I am seeing more evidence backing the bullish bias this 

week. Thursday night’s study suggested a strong chance of at least a 2-week bounce. The 

NASDAQ taking leadership on Friday is another bullish indication. The 4-weeks lower study 

shown last weekend suggested the selling was reaching a point where it normally exhausted. The 

SPX and NASDAQ remain above their long-term moving averages, so the longer-term trends still 

appear up. Combined with the fact that we are in a favorable part of the Presidential Cycle, this 

has all 4 Combo Models from the Market Timing Course leaning long QQQ. Still, there remain 

challenges for the bulls. The Fed remains hawkish and that is the largest headwind the market is 

facing. We are also still in the May-October period that is susceptible to selling when we have 

already seen weakness sometime in Jan – April. And October has seen some wild swings in the 

past. We could also be seeing geopolitical risks rise with the fighting in Israel over the weekend. 

But while significant risks remain, most of the current evidence is bullish. So that is where I will 

keep my intermediate-term bias. I am willing to take short-term trades in either direction but will 

be more aggressive with longs and more conservative with short trades. 
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Catapult and Capitulative Breadth Statistics 

HCatapult & CBI Presentation Link 

 

Open Catapult Triggers 

BA – 1/3 @ $199.95 (bought at limit) 

BA – 1/3 @ $197.71 (bought at limit) 

MMM – 1/3 @ $88.02 (bought @ limit) 

MMM – 1/3 @ $87.83 (buy @ limit) 

BMY – 1/3 @ $56.42 (buy @ limit) 

LMT – 1/3 @ $397.35 (buy @ limit) 

RTX – 1/3 @ $69.38 (buy @ limit) 

 

 

Broad Market Large Cap CBI – 7(BA-2, MMM-2, BMY, LMT, RTX) 

 

 

Additional New Trade Ideas 

A full listing of system triggers can be found at the numbered systems page each night.  I will 

cherry pick some of my favorite setups from the S&P 100 and ETF lists along with occasional 

other trade ideas to track below. 

 

 

None tonight. 

 

 

Current Open Trade Ideas 

Symbol Entry Date Entry Price Current Price % Gain/Loss Notes

SPY(1/4) 9/21/2023 $431.39 $429.54 -0.43% sold on close

BA(1/3) 9/22/2023 $199.95 $187.38 -6.29% Catapult

SPY(1/4) 9/25/2023 $429.17 $430.00 0.19% sold @ LIMIT

BA(1/3) 9/25/2023 $196.84 $187.38 -4.81% Catapult

LLY(1/3) 10/2/2023 $536.01 $544.00 1.49% sold on open

SPY(1/4) 10/4/2023 $421.00 $429.54 2.03% sell @ $428.50 LIMIT

MMM(1/3) 10/5/2023 $88.00 $88.40 0.45% Catapult

MMM(1/3) 10/6/2023 $87.40 $88.40 1.14% Catapult

BMY(1/3) 10/6/2023 $56.25 $56.66 0.73% Catapult

LMT(1/3) 10/6/2023 $395.40 $400.73 1.35% Catapult

RTX(1/3) 10/6/2023 $69.10 $69.77 0.97% Catapult

 
 

I will sell my SPY position if I can get a fill anywhere close to Friday’s closing price. 

 

http://quantifiableedges.com/subscribers/video/p/id/18
http://quantifiableedges.com/numbered-systems-page/
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ECA may not transact business in states where it is not appropriately registered, excluded or exempted from registration. Individualized responses 

to persons that involve either the effecting of transaction in securities, or the rendering of personalized investment advice for compensation, will 

not be made without registration or exemption. Advisory clients of ECA utilizing the approaches developed by Mr. Hanna will receive the QE 
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